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APPROVAL AND CERTIFICATION 


I am responsible for the preparation of these annual financial statements, which are set out 
on the attached pages 1 to 38, in terms of Section 126(1) of the Municipal Finance 
Management Act and which I have signed on behalf of the Municipality. 


I certify that the salaries, allowances and benefits of Councillors as disclosed in these annual 
financial statements are within the upper limits of the framework envisaged in Section 219 of 
the Constitution, read with the Remuneration of Public Officer Bearers Act and the Minister of 
Provincial and Local Government's determination in accordance with this Act. 


Mr SP NGUBENI trp(SA) 
MUNICIPAL MANAGER 


31 August 2009 

DATE 


NOTES TO THE ANNUAL FINANCIAL STATEMENTS 



MUNICIPALITY 

STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2009 


NET ASSETS & LIABILITIES 
Net Assets 

Accumulated Surplus 

Non-current liabilities 

Interest bearing borrowings 
Consumer deposits 
Provisions 

Current liabiiities 

Trade and other payables 

Unspent conditional grants and receipts 

Other financial liabilities 

Total Net Assets and Liabilities 


ASSETS 

Non-current assets 

Property, plant & equipment 
Other investments 
Loans and receivables 

Current assets 

Inventories 

Trade and other receivables 
Consumer debtors 
Township Suspense 
Cash and cash equivalents 


Total Assets 


2009 

2008 

R 

R 

115 565 372 

78 246 016 

115 565 372 | 

78 246 016 

21 774 651 

24 376 893 

18 934 678 

1 339 973 

1 500 000 


23 057 683 

1 319 210 

21 505 062 

21 130 691 

12 394 734 

5 084 364 

4 025 965 


11 544 770 

7 494 725 

2 091 196 



158 845 085 

123 753 600 

92 757 163 

79 044 143 

86 778 945 

2 317 619 

3 660 599 


72 842 346 

2 205 692 

3 996 105 

66 087 922 

44 709 457 

2 311 459 

2 591 848 
52 304 603 
426 127 

8 453 885 


1 809 512 

4 217 274 
23 473 994 
400 917 
14 807 760 


158 845 085 123 753 600 


Note 

2 

2 

3 

5 

6 

2 

7 

8 

8 

10 

9 

8 

11 
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MUNICIPALITY 

STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2009 




2009 

2008 


Note 

R 

R 

REVENUE 




Property rates 

12 

18 647 417 

15 826 754 

Property rates - penalties and collection charges 




Service charges 

13 

70 094 096 

53 344 093 

Rental of facilities and equipment 


1 088 856 

955 650 

Investment Revenue - external investments 

16 

1 722 497 

1 891 863 

Interest earned - outstanding debtors 


22 821 182 

21 258 997 

Fines 


268 225 

184 770 

Licenses and permits 


48 

684 

Income from agency services 


3 610 341 

3 116 638 

Government grants and subsidies received - operating 

14 

48 429 971 

41 424 980 

Government contributions, donated and contributed 

15 

- 

4 945 000 

property, plant and equipment 




Other revenue 


571 201 

1 463 585 

Total Revenue 


167 253 836 

144 413 015 

EXPENDITURE 




Employee related costs 

17 

38 758 430 

34 570 277 

Remuneration of councillors 

18 

3 619 519 

3 240 116 

Bad debts 


13 000 000 

33 850 000 

Collection costs 


454 072 

305 605 

Depreciation 


6 127 733 

5 003 344 

Repairs and maintenance 


5 347 758 

5 703 522 

Finance cost 

19 

3 210 022 

2 877 861 

Bulk purchases 

20 

29 413 863 

21 180 475 

General expenses 

21 

30 623 810 

20 393 801 

Total Expenditure 


130 555 207 

127 125 001 

GAINS AND LOSSES 




Gain/(Loss) on sale of assets 


(211 190) 

25 955 

Net Gains and losses 


(211 190) 

25 955 

NET SURPLUS/(DEFICIT) FOR THE YEAR 


36 487 439 

17 313 969 
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MUNICIPALITY 

STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2009 



Statutory Funds 

Reserves 

Loans 

Redeemed and 
Other Capital 
Receipts 

Accumulated 

Surplus/ 

(Deficit) 

Total 

Balance at 1 July 2007 

Changes in accounting policy 

Grap implementation Note 21 

Restated balance 

Changes in equity for 2008 

Net surplus for the year 

Transfer to insurance reserve 

Balance at 30 June 2008 

R 

29 544 913 

(29 544 913) 

R 

3 685 677 

(3 685 677) 

63 261 905 

(63 261 905) 

R 

3 293 936 

57 635 168 

R 

99 786 431 

(38 857 327) 

- 

- 

- 

60 929 104 

60 929 104 




17 313 969 

2 943 

0 

17 313 969 

2 943 

- 

- 

- 

78 246 016 

78 246 016 






Balance at 1 July 2008 

Correction of error 

Restated balance 

Changes in equity for 2008 

Net surplus for the year 

Adjustment 

Balance at 30 June 2009 





. 

- 

- 

- 

78 246 016 

78 246 016 




36 487 439 

831 917 

36 487 439 

831 917 

- 

- 

- 

115 565 372 

115 565 372 




Included in Accumulated Surplus are Reserves which provides for Capital Replacement to the value of R 17 503 842 (2008 - R 17 503 842) as well as a 
Self Insurance Reserve to the value of R671 455 (2008 - R 1 494 910). 
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MUNICIPALITY 

STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2009 



2009 

2008 

Note 

R 

R 

CASH FLOWS FROM OPERATING ACTIVITIES 

Cash receipts from ratepayers, government and others 

137 726 342 

139 606 723 

Cash paid to suppliers and employees 

119 938 506 

116 331 539 

Cash generated from 1 (utilized in) operations 23 

17 787 836 

23 275 184 


17 787 836 

27 378 916 

Interest received 

1 722 497 

1 891 863 

Interest paid 

(3 210 022) 

(2 877 861) 

Net cash from operating activities 

16 300 311 

22 289 186 

CASH FLOWS FROM INVESTING ACTIVITIES 

Purchase of property, plant and equipment 

(18 775 523) 

(29 642 133) 

Proceeds on disposal of property, plant and equipment 


26 075 

Decrease in non-current receivables 

335 506 

307 639 

(lncrease)/decrease in non-current investments 

( 111 927) 

7 611 500 

Net cash used in investing activities 

(18 551 943) 

(21 696 919) 

CASH FLOWS FROM FINANCING ACTIVITIES 

Decrease/(increase) in long term loans 

(4 123 006) 

7 294 351 

Increase in deposits 

20 763 

14 662 

Net cash used in financing activities 

(4 102 242) 

7 309 013 

lncrease/(decrease) in cash and cash equivalents 

(6 353 875) 

7 901 280 


Cash and cash equivalents at beginning of the year 
Cash and cash equivalents at end of the year 


(14 807 760) 


(13 814 216) 

8 453 885 


14 807 760 
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DELMAS LOCAL MUNICIPALITY 
NOTES FOR THE YEAR ENDED 30 JUNE 2009 


1 . SIGNIFICANT ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
1.1 BASIS OF PRESENTATION 

The Annual Financial Statements have been prepared on an accrual basis of accounting and are in 
accordance with the historical cost basis unless otherwise stated. Under this basis the effects of 
transactions and other events are recognised when they occur and are recorded in the financial 
statements within the period to which they relate. 

The annual financial statements have been prepared in accordance with the Standards of Generally 
Recognised Accounting Practices (GRAP) prescribed by the Minister of Finance in terms of General 
Notices 991 of 2005 and General Notice 516 of 2008. 

These standards are summarised as follows: 

GRAP 1: Presentation of financial statements. 

GRAP 2: Cash flow statements. 

GRAP 3: Accounting policies, changes in accounting estimates and errors. 

GRAP 4: The effects of changes in foreign exchange transactions. 

GRAP 5: Borrowing costs. 

GRAP 6: Consolidated and separate financial statements. 

GRAP 7: Investments in associates. 

GRAP 8: Interests in joint ventures. 

GRAP 9: Revenue from exchange transactions. 

GRAP 10: Financial reporting in hyperinflationary economies 
GRAP 11: Construction contracts. 

GRAP 12: Inventories. 

GRAP 13: Leases. 

GRAP 14: Events after reporting date. 

GRAP 16: Investment property. 

GRAP 17: Property, plant and equipment. 

GRAP 19: Provisions, contingent liabilities, and contingent assets. 

GRAP 100: Non-current assets held for sale and discontinued operations. 

GRAP 101: Agriculture. 

GRAP 102: Intangible assets. 

Accounting policies for material transactions, events or conditions not covered by the above GRAP 
have been developed in accordance with paragraphs 7, 11 and 12 of GRAP 3. These accounting 
policies and the applicable disclosures have been based on the South African Statements of 
Generally Accepted Accounting Practices (SA GAAP) including any interpretations of such statements 
issued by the Accounting Practices Board. 

The Minister of Finance has, in terms of General Notice 1290 of 2008 exempted compliance with 
certain of the above-mentioned standards and aspects or parts of these standards. Details of the 
exemptions applicable to the municipality have been provided in the notes to the annual statements. 


These accounting policies are consistent with those of the previous financial year. 

Assets, liabilities, revenues and expenses have not been offset except when offsetting is required or 
permitted by a standard of GRAP. 

The principal accounting policies adopted in the preparation of these annual financial statements are 
set out below. 


The municipality will account for Provisions according to the provisions of Directive 4 based on 
provisional estimates. 
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DELMAS LOCAL MUNICIPALITY 
NOTES FOR THE YEAR ENDED 30 JUNE 2009 


1.2 PRESENTATION CURRENCY 

These annual financial statements are presented in South African Rand and are rounded to the 
nearest Rand. 

1.3 SIGNIFICANT ESTIMATES, JUDGEMENTS AND ASSUMPTIONS 

These annual financial statements have been prepared on a going concern basis. 

In preparing the annual financial statements to conform with the standards of GRAP, management is 
required to make estimates, judgements and assumptions that affect the amounts represented in the 
annual financial statements and related disclosures. Use of available information and the application 
of judgement is inherent in the formation of estimates. Actual results in the future may differ from these 
estimates. 

All significant estimates, judgements and underlying assumptions are reviewed on constant basis. All 
necessary revisions of significant estimates are recognised in the period during such revisions as well 
as in any future affected periods. 


1.4 RESERVES 


1.4.1 Government Grant Reserve 

When items of property, plant and equipment are purchased from government grants, a transfer is 
made from the accumulated surplus/(deficit) to the Government Grants Reserve equal to the 
Government Grant recorded as revenue in the Statement of Financial Performance in accordance with 
a directive (budget circular) issued by National Treasury. 

When such items of property, plant and equipment are depreciated, a transfer is made from the 
Government Grant Reserve to the accumulated surplus/jdeficit). 

The purpose of this reserve is to promote community equity and facilitate budgetary control by 
ensuring that sufficient funds are set aside to offset the future depreciation expenses that will be 
incurred over the estimated useful lives of the items of property, plant and equipment funded from 
government grants. 

When such items of property, plant and equipment are depreciated, a transfer is made from the 
Government Grant Reserve to the accumulated surplus/jdeficit). 

When an item of property, plant and equipment financed from government grants is disposed of, the 
balance in the Government Grant Reserve relating to such item is transferred to the accumulated 
surplus/(deficit). 


1.4.2 Self-Insurance Reserve 

A Self-Insurance Reserve has been established and, subject to external insurance where, deemed 
necessary, covers claims that may occur. 

Premiums are charged to the respective services taking into account claims history and replacement 
value of the insured assets. 

The balance of the Self-Insurance Reserve is determined based on surpluses accumulated since 
inception. These surpluses arose from the differences between premiums charged against claims 
paid and various administrative expenditure incurred. 

The balance of the Self-Insurance Reserve is fully cash backed and invested. 

1.5 PROPERTY, PLANT & EQUIPMENT 

An item of property, plant and equipment which qualifies for recognition as an asset shall initially be 
measured at cost. 

The cost of an item of property, plant and equipment comprises of its purchase price, including import 
duties and non-refundable purchase taxes and any directly attributable costs of bringing the asset to 
working condition for its intended use. 
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DELMAS LOCAL MUNICIPALITY 
NOTES FOR THE YEAR ENDED 30 JUNE 2009 


Where an item of property, plant and equipment was donated, is initially recognised at its fair value as 
at the date of acquisition. 

The cost of an item of property, plant and equipment acquired in exchange for a non-monetary asset 
or monetary assets, or a combination of monetary and non-monetary assets was measured at its fair 
value. If the acquired item could not be measured at its fair value, its cost was measured at the 
carrying amount of the asset given up. 

Subsequent expenditure is capitalised when the recognition and measurement criteria of an asset are 
met. If expenditure only restores the originally best estimate of the expected useful life of the asset, 
then it is regarded as repairs and maintenance and is expensed. 

Incomplete construction work is stated at historical cost. Depreciation only commences when the 
assets is commissioned into use. 

Properties in the course of construction for production, rental or administrative purposes, or for 
purposes not yet determined, are carried at cost, less any recognised impairment loss. Cost includes 
professional fees and, for qualifying assets, borrowing costs capitalised in accordance with the 
Municipality's’s accounting policy, refer to note 7. Depreciation of these assets, on the same basis as 
other property assets, commences when the assets are ready for their intended use. 


The municipality has an obligation to rehabilitate its landfill sites in terms of its licence stipulations. 
The present value of rehabilitation future costs to be capitalised to the asset. Provision is made for this 
obligation in accordance with the Municipality's Accounting Policy on non-current provisions - see note 
3 on Provisions. 

Subsequently property, plant and equipment, are stated at cost, less accumulated depreciation and 
accumulated impairment losses. 
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DELMAS LOCAL MUNICIPALITY 
NOTES FOR THE YEAR ENDED 30 JUNE 2009 


Land is not depreciated as it is regarded as having an infinite life. 

The gain or loss arising on the disposal or retirement of an item of property, plant and equipment is 
determined as the difference between the sales proceeds and the carrying value and is recognised in 
the Statement of Financial Performance. 

The residual value of an asset is determined as the estimate amount that could currently be obtained 
from the disposal of the asset. The residual values of assets are reviewed at each financial year end. 


Depreciation is calculated on the asset's depreciable amount, using the straight-line method over the 
useful lives of the asset. The depreciable amount is determined after deducting the residual value of 
the asset from its cost. The depreciation charge is recognised as an expense unless it is included in 
the carrying amount of another asset under construction. Assets will be depreciated according to their 
annual depreciation rates based on the following estimated asset lives: 


Infrastructure Assets Years 

Roads, pavements, bridges and storm water 30 

Street names, signs and parking meters 5 

Water reservoirs and reticulation 15-20 

Electricity reticulation 20-30 

Sewerage purification and reticulation 15-20 

Housing 30 

Refuse sites 15 

Community Assets Years 

Parks and gardens 10-30 

Sport fields 20-30 

Community halls 30 

Libraries 30 

Recreation facilities 20-30 

Clinics 30 

Fire services 30 

Cemeteries 30 

Other Assets Years 

Motor vehicles 5 

Plant and equipment 2-15 

Security measures 3-10 

Buildings 30 

IT equipment 3-5 

Office equipment 3-7 

Specialised vehicles 10 


Heritage assets 

Heritage assets are assets that are defined as culturally significant resources and are not depreciated 
as they are regarded as having an infinite life which are shown at cost. However, if improvements to 
heritage assets are conducted and registered as sub-assets and the useful life of the improvements 
can be determined, the depreciation charge of the relevant property, plant and equipment category is 
used for the depreciation of the sub-asset which was capitalised against the heritage asset. 


In terms of Directive 4 the Municipality is entitled to take advantage of the GRAP transitional 
provisions on Property, Plant and equipment until they expire, which is the financial year 2008/2009 for 
Medium capacity Municipalities. As a result both measurement and disclosure requirements of GRAP 
17 need not be complied with. 

Due to the Municipality having taken advantage of the GAMAP transitional provisions as well as the 
three year measurement exemption above, until expiration of these provisions and all classes of 
Property, plant and Equipment are measured according to GRAP 17, the municipality has not 
complied with the following: 

GRAP 1: Presentation of Financial Statements, GRAP 100 as well as the recognition criteria in: Non- 
current Assets Held for sale and Discontinued operations; GRAP 102, GRAP 13: Leases and GRAP 
19: Provisions, Contingent Liabilities and Contingent Assets. 

Impairments of non-monetary assets have also not been assessed. 
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DELMAS LOCAL MUNICIPALITY 
NOTES FOR THE YEAR ENDED 30 JUNE 2009 
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DELMAS LOCAL MUNICIPALITY 
NOTES FOR THE YEAR ENDED 30 JUNE 2009 


1.6 IMPAIRMENT OF ASSETS 

Impairments of Non-financial assets 

Non-Financial assets, excluding investment property, biological assets and inventories, are assessed 
at each reporting date to determine whether there is an indication that the carrying amount of the asset 
may be impaired. If such an indication exists, the recoverable amount of the asset is determined. 
Irrespective of whether an indication of impairment exists, the recoverable amount of goodwill, 
indefinite-life intangible assets and intangible assets not available for use are determined annually. 


A servitude will only become impaired if the line to which the servitude is linked is derecognised. In 
practice a derecognised line will be refurbished or replaced by a new line. The likelihood of the 
impairment of a servitude right is remote. 

The recoverable amount of an asset is the higher of its fair value less costs to sale and its value in 
use. In determining the value in use, the estimated future cash flows of the asset is discounted to 
their present value based on pre-tax discount rates that reflects current market assessments of the 
time value of money and the risks that are specific to the asset. If the value in use of an asset for 
which there is an indication of impairment cannot be determined, the recoverable amount of the cash- 
generating unit to which the asset belongs is determined. An asset's cash generating unit is the 
smallest group of identifiable assets that includes the asset and that generates cash inflows from 
continuing use that are largely independent from cash inflows from other assets. 

An impairment loss is recognised in the statement of financial performance when the carrying amount 
of an individual asset or of a cash-generating unit exceeds its recoverable amount. If the loss relates 
to the reversal of a previous revaluation surplus, it is recognised in equity. Impairment losses 
recognised on cash-generating units are allocated on a pro rata basis, to the assets in the cash- 
generating unit. 

Impairment losses are reversed if there has been a change in the estimates used to determine the 
recoverable amount of the asset or cash-generating unit. Reversals of impairment losses on cash- 
generating units are allocated on a pro rata basis to the assts in the unit. Impairment losses are 
reversed only to the extent that the carrying amount of the asset does not exceed the carrying amount 
that would have been recognised in the past. Reversals of impairment losses are recognised directly 
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DELMAS LOCAL MUNICIPALITY 
NOTES FOR THE YEAR ENDED 30 JUNE 2009 


Impairment of Monetry assets 

A provision for impairment is created when there is objective evidence that the municipality will not be 
able to collect all amounts due according to the original terms of the receivables. The carrying value 
is reduced through the use of a provision and is recognised as a charge to the statement of financial 
performance. When a receivable is uncollectible, it is written off against the provision. Any 
subsequent recoveries of amounts previously written off are credited directly in the statement of 
financial performance. 

An available for sale financial asset is impaired when there is a significant or prolonged decline in the 
fair value of the asset below its cost price or amortised cost. At such a point, an cumulative gains or 
losses that have been accumulated in equity are removed from equity as a reclassification adjustment 
and are recognised in the statement of financial performance. Any subsequent impairment losses are 
recognised directly in the statement of financial performance. 

Where Held-to-maturity investments have been impaired, the carrying value is adjusted by the 
impairment loss and this is recognised as an expense in the period that the impairment is identified. 


1.7 LEASES 

Leases that transfer substantially all the risks and rewards of ownership are classified as finance 
leases. All other leases are classified as operating leases. 

Operating leases are those leases that do not fall within the scope of the above definition. Operating 
lease payments are recognised as an expense on a straight-line basis over the lease period. 


The Municipality as Lessee 

Assets leased in terms of finance lease agreements are capitalied at amounts equal at the inception 
of the lease to the fair value of the leased property, or lower, at the present value of the minimum 
lease payments. Capitalised leased assets are depreciated in accordance with the accounting policy 
applicable to property, plant and equipment, refer to property, plant and equipment policy 1.5. The 
corresponding rental obligations, net of finance charges, are included in long-term borrowings. Lease 
finance charges are amortised to the statement of financial performance (unless they are directly 
attributable to qualifying assets) over the duration of the leases so as to achieve a constant rate of 
interest on ther remaining balance of the liability. 

Obligations incurred under operating leases are charged to the statement of financial performance in 
equal instalments over the period of the lease, except when an alternative method is more 
representative of the time pattern from which benefits are derived. 

The Municipality as Lessor 

Amounts due from lessee under finance leases are recognised in the statement of financial position 
and presented as a receivable at an amount equal to the net investment in the lease. The difference 
between the gross receivable and the cost of the asset is recognised as unearned finance income. 
Finance income is recognised based on a pattern reflecting a constant periodic rate of return on the 
net investment outstanding in respect of the finance lease. 

Rental income derived from operating leases is recognised on a straight-line basis over the term of the 
lease in the statement of financial performance. Initial direct costs incurred in negotiating and 
arranging the operating lease are included in the carrying amount of the leased asset and recognised 
in the statement of financial performance on a straight-line basis over the lease term. 

Lease payments are allocated between the lease finance cost and the capital repayment using the 
effective interest rate method. Lease finance costs are expensed when incurred. 
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DELMAS LOCAL MUNICIPALITY 
NOTES FOR THE YEAR ENDED 30 JUNE 2009 


1.8 FINANCIAL INSTRUMENTS 


Financial instruments are initially measured at fair value, plus, in the case of financial instruments not 
at fair value through profit or loss, transaction costs. The fair value of a financial instrument that is 
initially recognised is normally the transaction price, unless the fair value is evident from the 
observable market data. The municipality uses a discounted cash flow model which incorporates 
entity-specific variables to determine the fair value of financial instruments that are not traded in an 
active market. Differences may arise between the fair value initially recognised in (which in 
accordance with IAS 39, is generally the transaction price) and the amount initially determined using 
the valuation technique. Any such differences are subsequently recognised in profit or loss only to the 
extent that they relate to a change in the factors (including time) that market participants would 
consider in setting the price. 

Financial instruments include cash and bank balance, investments, trade receivables and borrowings. 
The municipality classifies its financial assets as loans and receivables. 

Effective interest method 

The effective interest method is a method of calculating the amortised cost of a financial asset an of 
allocating interest income over the relevant period. The effective interest rate is the rate that exactly 
discounts estimated future cash receipts (including all fees on points paid or received that form an 
integral part of the effective interest rate, transaction costs and other premiums or discount) through 
the expected life of the financial asset, or, where appropriate a shorter period. 

1.8.1 FINANCIAL ASSETS 

Financial assets are recognised in the municipality's statement of financial position when the 
municipality becomes a party to the contractual provisions of an instrument. Regular way purchases 
and sales of financial assets are recorded on the trade date. 

The municipality classifies its financial assets in the following categories: fair value through profit or 
loss, loans and receivables, held-to-maturity as well as available for sale. All financial assets that are 
within the scope of IAS 39 are classified into one of the four categories. 

1.8.1.1 Financial assets at fair value through profit and loss 

An instrument is at fair value through profit or loss if it is held for trading or designated as such. 
Purchase or sale decisions with regard to these investments are managed in accordance with the 
municipality's documented risk or investment strategy. Financial assets at Fair value through profit or 
loss are stated at fair value, with any resultant gain or loss recognised in the statement of financial 
performance. The net gain or loss recognised in the statement of financial performance incorporates 
any dividend or interest earned on the financial asset. 

1.8.1.2 Loans and receivables 

Loans and receivables are non-derivative financial assets with fixed or determinable payments that 
are not quoted in an active market. They are included in current assets, except for maturities in 
excess of 12 months. These are classified as non-current assets. They include short-term 
receivables, such as property rates, trade and other receivables , and long-term receivables, such as 
loans granted. This category may also include financial assets that would have been impaired or past 
due if the terms of the instrument were not renegotiated. 

Loans and receivables are recognised initially at fair value, plus transaction costs. Subsequently items 
in this category are measured at amortised cost using the effective interest rate, and interest income 
is included in the statement of financial performance for the period. Net gains or losses represent; 
reversals of impairment losses, impairment losses, refer to impairment of assets policy 1.5 as well as 
gains or losses on derecognition. These net gains and losses are included in the statement of 
financial performance. 

1.8.1.3 Held-to-maturity investments 

Debt securities that the Municipality has the expressed intention and ability to hold to a fixed maturity 
date are recognised on a trade date basis and are initially measured at fair value plus transaction cost. 


Subsequent to initial recognition, held-to-maturity assets are measured at amortised cost calculated 
using the effective interest method. 

Investments which include listed government bonds, unlisted municipal bonds, fixed deposits and 
short term deposits invested in registered banks are stated at cost. 


13 



DELMAS LOCAL MUNICIPALITY 
NOTES FOR THE YEAR ENDED 30 JUNE 2009 


Surplus funds are invested in terms of Council's Investment Policy. Investments are only made with 
financial institutions registered in terms of the Deposit Taking Institutions Act of 1990 with an A1 or 
similar rating institution for safe investment purposes. 

The investment period should be such that it will not be necessary to borrow funds against the 
investments at a penalty interest rate to meet commitments. 
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DELMAS LOCAL MUNICIPALITY 
NOTES FOR THE YEAR ENDED 30 JUNE 2009 


1.8.1.4 Available for sale assets 

Non-derivative assets that do not fall into any of the other categories are classified as available for 
sale. These financial instruments are stated at fair value plus transaction costs. Fair value is 
determined with reference to quoted market prices. Gains and losses arising from changes in fair 
value, with the exception of impairment losses, refer to impairment of assets policy 1.6, are recognised 
directly in equity in the Mark-to-Market reserve. 

Dividends on available for sale equity instruments are recognised in the surplus or deficit when the 
Municipality’s right to receive payment is established. 

1.10.1 FINANCIAL LIABILITIES 

Financial liabilities are recognised in the municipality's statement of financial position when the 
municipality becomes party to the contractual provisions of the instrument. 

The municipality classifies its financial liabilities in the following categories: at fair value through profit 
or loss and other financial liabilities. The classification depends on the purpose for which the financial 
liabilities were issued/obtained. 

1.10.1.1 Financial liabilities at fair value through profit or loss 

Financial liabilities are classified as at Fair Value Through Profit or Loss where the financial liability is 
either held for trading or it is designated as at Fair Value Through Profit or Loss. 

Financial liabilities at Fair Value Through Profit or Loss are stated at fair value, with any resultant gain 
or loss recognised in the statement of financial performance. Interest expense is calculated using the 
effective interest rate method and included as part of finance costs in the Statement of Financial 
Performance. 

1.10.1.2 Other financial liabilities 

Other financial liabilities, including interest bearing borrowings, are initially measured at fair value, net 
of transaction costs. 

Subsequently, other financial liabilities are measured at amortised cost using the effective rate 
method, with interest costs being recognised on an effective yield basis. 

1.11 INVENTORIES 

Inventories are initially measured at cost which cost of inventories comprises of all costs of purchase, 
costs of development, costs of conversion and other costs incurred in bringing the inventories to their 
present location and condition. 

Consumable stores, raw materials, work in progress, unused water, and finished goods are valued at 
the lower of cost and net realisable value. In general, the basis of determining cost is the weighted 
average cost of commodities. 

Redundant and slow-moving stock are identified and written down with regard to their estimated 
economic or realisable values and sold by public auction. Consumables are written down with regard 
to age, condition and utility. 

Unsold properties are valued at the lower of cost and net realisable value on a specific identification 
cost basis. Direct costs are accumulated for each separately identifiable development. Costs also 
include a proportion of overhead costs. 


15 



DELMAS LOCAL MUNICIPALITY 
NOTES FOR THE YEAR ENDED 30 JUNE 2009 


1.12 CASH AND CASH EQUIVALENTS 

Cash includes cash on hand and cash with banks. 

For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand and 
cash at bank. Short term investments are excluded. Bank overdrafts are recorded on the facility 
utilised. Finance charges on bank overdrafts are expensed as incurred. 

1.13 PROVISIONS 

Provisions are recognised when the municipality has a present or constructive obligation, as a result 
of past events, that is probable to cause an outflow of resources embodying economic benefits 
required to settle the obligation and a reliable estimate of the provision can be made. 

Where the effect of the time value of money is material, the amount of a provision is the present value 
of the expenditures expected to be required to settle the obligation. The discount rate used in 
calculating the present value is the interest rate implicit in the transaction. Where this is impractical to 
determine the average interest rate cost of borrowing rate of the Municipality is used. 

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. If it is 
no longer probable that an outflow of resources embodying economic benefits or service potential will 
be required to settle the obligation, the provision is reversed. 

The municipality on initial adoption of the standard of GRAP on Provisions, Contingent Liabilities and 
Contingent Assets has done so retrospectively according to the Standard of GRAP on Accounting 
Policies, Changes in Accounting Estimates and Errors. 

Due to the transitional provisions under the Standard of GRAP on Property, Plant and Equipment, 
certain assets have not been recognised as Property, Plant and Equipment. Due to the non- 
recognition of such assets, the requirements of the Standard on Provisions, Contingent Liabilities and 
Contingent assets have not been applied until the expiration the Property, Plant and Equipment 
transitional provisions. All necessary disclosure for those assets not recognised as Property, Plant and 
Equipment have been made. 

The necessary disclosures have been made for non-recognition of provisions (which form part of the 
cost of an asset). 

1.14 EMPLOYEE BENEFITS 

1.14.1 Short-term employee benefits 

The cost of short-term employee benefits, which include salaries and wages, short-term compensated 
absences and profit sharing and bonus plans, are expensed in the Statement of Financial 
Performance in the financial year during which the payment is made. 

Liabilities for short-term employee benefits that are unpaid at year-end are measured at the 
undiscounted amount that the municipality expected to pay in exchange for that service that had 
accumulated at the reporting date. 

1.14.2 Termination Benefits 

Termination benefits are recognised when actions have been taken that indicate that the municipality 
is demonstrably committed to either terminate the employment of an employee or group of employees 
before the normal retirement date; or provide termination benefits as a result of an offer made in order 
to encourage voluntary redundancy. 

1.14.3 Retirement benefits 

The municipality provides retirement benefits for its employees and councillors. 

Contributions to defined contribution retirement benefit plans are recognised as an expense when 
employees and councillors have rendered the employment service or served office entitling them to 
the contributions. 

Defined contribution plans 

A defined contribution plan is a post-employment benefit plan under which the municipality pays fixed 
contributions into a separate entity and will have no legal or constructive obligation to pay further 
amounts. Obligations for contributions to defined contribution pension plans are recognised as an 
employee benefit expense in the statement of financial performance when they are due. Prepaid 
contributions are recognised as an asset to the extent that a cash refund or a reduction in future 
payments is available. 
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Defined benefit plans 

Defined benefit plans are post-employment benefit plans other than Defined Contibution plans. The 
defined benefit plans are valued triennually by means of the projected unit credit method. Deficits 
identified are recovered through lump sum payments or increased future contributions on a 
proportional basis to all participating municipalities. The contributions and lump sum payments are 
charged against income in the year in which they become payable. 

(Where a municipality has its own administered defined benefit plan) 

The cost of providing retirement benefits is determined using the Projected Unit Credit Method, with 
actuarial valuations being carried out at each reporting date. Actuarial gains and losses that exceed 
10 per cent of the greater of the present value of the Municipality’s defined benefit obligation and the 
fair value of plan assets are amortised over the expected average remaining working lives of the 
participating councillors and employees. 

Past service costs are recognised immediately where the benefit is vested or are amortised on a 
straight-line basis over the average period that it will take for such benefits to become vested. 

The retirement benefit obligations recognised in the Statement of Financial Position represents the 
present value of the defined benefit obligation, adjusted for unrecognised actuarial gains and losses, 
unrecognised service cost and the fair value of plan assets. Where an asset results, such asset is 
limited to unrecognised actuarial losses, past service costs and the present value of available refunds 
and reductions in future contributions to the plan. 

(Where a municipality is a member of a provincially administered defined benefit plan) 

The Municipality belongs to a defined benefit joint retirement fund, which is administered on a 
provincial basis. 

The joint fund is actuarially valued triennially on the projected unit credit method basis. Deficits 
identified are allocated on a proportional basis to all participating municipalities. The Municipality 
recognises its proportionate share as a liability, which is settled through lump sum payments or 
increased future contributions. 

Post employment medical care benefits 

The municipality provides post employment medical care benefits to its employees and their legitimate 
spouses. The entitlement to post-retirement medical benefits is based on employees remaining in 
service up to retirement age and the completion of a minimum service period. The expected cost, of 
these benefits is accrued over the period of employment. 

1.15 REVENUE RECOGNITION 

Revenue shall be measured at the fair value of the consideration received or receivable. Revenue is 
reduced for estimated customer returns, rebates, VAT and other similar allowances. 

1.15.1 Revenue from exchange transactions 

Rendering of services 

Meters are read on a monthly basis and are recognised as revenue when invoiced. Provisional 
estimates of consumptions are made monthly when meter readings have not been performed and are 
recognised as revenue when invoiced. Adjustments to provisional estimates of consumption are 
made then recognised in the statement of financial performance in the invoicing period in which 
meters have been read. 

In respect of estimates of consumption between the last reading date and the reporting date, an 
accrual is made based on based on the average monthly consumption of consumers. 

Service charges relating to refuse removal are recognised on a monthly basis by applying the 
approved tariff to each property that has improvements. Tariffs are determined per category of 
property usage and are levied monthly based on the number of refuse containers on each property, 
regardless of whether or not containers are emptied during the month. 

Service charges from sewerage and sanitation are based on the size of the property, number of 
dwelling on each property and connection, using the tariffs approved by Council and are levied 
monthly. 

Revenue from the sale of electricity prepaid meter credit is recognised at the point of sale. 


Sale of goods 
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Revenue from the sale of erven is recognised when all conditions associated with the deed of sale 
have been met. 
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Interest, royalties and dividends 

Interest shall be recognised on a time proportionate basis that takes into account the effective yield on 
the asset; 

Royalties are recognised as they are earned on a time basis is recognised on a straight-line basis over 
the period of the agreement. Royalty revenue that is based on production, sales and other measures 
is recognised in accordance with the substance of the relevant agreement; and 

Dividends are recognised on the date that the Municipality becomes entitled to receive the dividend. 


Agency Services 

Income for agency services is recognised on a monthly basis once the income collected on behalf of 
agents has been quantified. 

The income recognised is in terms of the agency agreement. 

Collection charges are recognised when such amounts are incurred. 

1.15.2 Revenue from non-exchange transactions 
Fines 

Revenue from fines is recognised when payment is received and the revenue from the issuing of spot 
fines and summonses is recognised when collected together with an estimate of spot fines and 
summonses that will be received based on past experience of amounts collected. 

Grants and donations received 

Government Grants can be in the form of grants to acquire or construct fixed assets (capital grants), 
grants for the furtherance of national and provincial government policy objectives and general grants 
to subsidise the cost incurred by municipalities rendering services. 

Capital grants and general grants for the furtherance of government policy objectives are usually 
restricted revenue in that stipulations are imposed in their use. 

Conditional grants, donations and funding were recognised as revenue in the Statement of Financial 
Performance to the extent that the Municipality has complied with any criteria, conditions or obligations 
embodied in the agreement/arrangement. To the extent that the criteria, conditions and obligations 
have not been met a liability is raised in the Statement of Financial Position. Unconditional grants, 
donations and funding are recognised as revenue in the Statement of Financial Position at the earlier 
of the date of receipt or when the amount is receivable. 

Contributed assets are recognised at fair value when the risks and rewards associated with such asset 
transfer to the Municipality. 

Deferred Income 

Government grant revenue is recognised in accordance with IAS 20 differs which differs to the 
recognition of Government grant revenue in accordance with GAMAP 9. 

Government grants are recognised as deferred income in the statement of financial position when 
there is reasonable assurance that such revenue will be received and that the Municipality will comply 
with the conditions attaching the to the grant. Deferred grant income is classified to the statement of 
Financial position as revenue on a systematic basis over the period necessary to match the grants 
with the related costs for which they are intended to compensate. 

Deferred income relating to government grants are recognised on the following bases; 

• Capital contributions to property, plant and equipment: Credited on a systematic basis to the 
Statement of financial Performance based on the estimated useful life of the plant and equipment. 

• Income-related grants subsidising expenses: Credited to the Statement of Financial Performance as 
revenue when the related expense is recognised. 
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1.15.3 Rates (including collection charges and penalty interest) 

Revenue from property rates is recognised when the legal entitlement to this revenue arises. 
Collection charges are recognised when such amounts are legally enforceable. Penalty interest on 
unpaid rates is recognised on a time proportion basis. 

Rebates are respectively granted, to owners of land on which not more than two dwelling units are 
erected provided that such dwelling units are solely used for residential purposes. Additional relief is 
granted to needy, aged and/or disabled owners, based on income . 

Assessment rates income is recognised once a rates account has been issued to ratepayers. 
Adjustments or interim rates are recognised once the municipal valuer has valued the change to 
properties. 

1.15.4 Other 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is based on 
legislated procedures, including those set out in the Municipal Finance Management Act (Act No. 56 of 
2003) and is recognised when the recovery thereof from the responsible councillors or officials is 
virtually certain. 

Revenue from the recovery of unauthorised irregular, fruitless and wasteful expenditure is based on 
legislated procedures. 

1.16 BORROWING COSTS 

Borrowing costs are recognised as an expense in the Statement of Financial Performance. 

1.17 VALUE ADDED TAX 

The municipality accounts for Value Added Tax on the cash basis. 

1.18 UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in terms 
of the conditions of an allocation received from another sphere of government, municipality or organ of 
state and expenditure in the form of a grant that is not permitted in terms of the Municipal Finance 
Management Act (Act 56 of 2003). 

Unauthorised expenditure is accounted for as an expense in the Statement of Financial Performance 
and where recovered, it is subsequently accounted for as revenue in the Statement of Financial 
Performance. 

1.19 IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Act (Act 56 of 2003), the 
Municipal Systems Act (Act 32 of 2000), the Public Office Bearers Act (Act 20 of 1998) or is in 
contravention of the municipality’s supply chain management policy. Irregular expenditure excludes 
unauthorised expenditure. Irregular expenditure is accounted for as expenditure in the Statement of 
Financial Performance and where recovered, it is subsequently accounted for as revenue in the 
Statement of Financial Performance. 

1.20 FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and would have been avoided 
had reasonable care been exercised. Fruitless and wasteful expenditure is accounted for as 
expenditure in the Statement of Financial Performance and where recovered, it is subsequently 
accounted for as revenue in the Statement of Financial Performance. 

1.21 COMPARATIVE INFORMATION 

Budgeted amounts have been included in the annual financial statements for the current financial year 
only. When the presentation or classification of items in the annual financial statements is amended, 
prior period comparative amounts are reclassified. The nature and reason for the reclassification is 
disclosed. 
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2009 2008 

R R 


2 FINANCIAL LIABILITIES 

2.1 INTEREST BEARING BORROWINGS 
Local Registered Stock loans 


Leases 

1 159 


Annuity loans 

22 959 483 

25 148 879 


22 960 642 

25 148 879 

Less: Current portion transferred to current 
liabilities 

Annuity loans 

4 025 965 

2 091 196 


18 934 678 

23 057 683 


Refer to Appendix A for more detail on long 
term liabilities. 

Finance Lease Liability 

The finance lease liability is secured by Photo 
Copier machines. The agreement does not 
provide for contingent rental payments. 
Ownership of the machine will not pass to the 
municipality upon payment of the last 
installment. 

Reconciliation between tbe total minimum 
lease payments and tbeir present value 


2009 


Up to 1 year 
R 


1-5 years 
R 


More than 5 
years 

R R 


Total 


Minimum lease payments 
Finance cost 
Present value 


1 213 0 0 0 1 213 

53 0 0 0 53 

1 159 0 0 1 159 


2008 

Minimum lease payments 123 351 1 213 124 563 

Finance cost 21 404 ^ 21 457 

Present value 101 947 1 159 0 103 106 


2.2 CONSUMER DEPOSITS 

Water and electricity 1 339 973 1 319 210 

No interest is paid on consumer deposits. 


3 PROVISIONS 

Provision for rehabilitation of Landfill site 1 500 000 

The municipality has opted to account for Provisions based on 
provisional estimates according to Directive 4(19). 93 regarding the 
measurement of provisions to the extent that the provisions are based 
on reasonable estimates and will be reviewed restrospectively over the 
next 3 years 
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4 PENSION BENEFITS 

The municipal employees are members of the 
fallowing pension/qratuitv/retirement funds: 

- Jointly Municipal Pension fund 

- Municipal Employees Pension Fund 

- Municipal Gratuity Fund 

- SALA Pension fund 

- IMATU Retirement fund 


2009 

R 


31-Dec-98 o9,8o% 
31-Dec-98 00,05% 
Ol-JUI-02 Reserve 
Ol-Jul-02 #### 
30-Jun-98 100,5% 


2008 

R 


5 TRADE AND OTHER PAYABLES 


Trade creditors 

7 843 854 

2 798 585 

Payments received in advance 

2 141 288 

1 905 603 

Leave Accrual 

2 385 480 

3 099 154 

Medical Contributions 

Retentions 

24 112 

16 603 

Vehicle Registration Fees 


1 500 147 

VAT 


35 977 

Unallocated Receivables 


1 652 782 

Other (specify) 


535 919 

Total Trade and Other Payables 

12 394 734 

11 544 770 


6 UNSPENT CONDITIONAL GRANTS AND RECEIPTS 


5.1 Conditional Grants from other spheres of Government 5 084 364 7 494 725 


Municipal Support Program 

0 


139 548 

Clean Campaign 

74 964 


582 870 

Library IT 

12 607 


126 961 

Municipal Systems Improvement Grant 

0 


784 876 

Provision of Water Services 

17 995 


1 128 546 

Municipal Infrastructure Grant (MIG) 

3 735 889 


4 500 541 

Electricity NEP 

100 000 


0 

Refurbishment of Boreholes 

66 822 


0 

Drought Relief 

0 


231 382 

Pipeline for Sludge 

376 087 


0 

GAMAP GRAP Conversion 

700 000 


0 


Total Conditional Grants and Receipts 

5 084 364 

7 494 725 


( 747 519) 

( 717 909) 

See note 14 for reconciliation of grants from 
other spheres of government. 

5 034 038 

( 19 702) 

These amounts are invested in a ring-fenced 
investment until utilized. 
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7 PROPERTY, PLANT & EQUIPMENT 



Land and 

Infrastructure 

Community 

Other Assets 

Finance lease 

Heritage 

Total 


Buildings 


Assets 


assets 




R 

R 

R 

R 

R 

R 

R 

Carrying values at 1 July 2008 

1 586 964 

52 097 572 

11 894 202 

7 260 080 

( 0) 

3 528 

72 842 346 

Cost 

1 590 068 

82 329 489 

14 859 315 

18 543 512 

404 534 

3 528 

117 730 446 

Accumulated depreciation - cost 

( 3 105) 

(30 231 917) 

(2 965 112) 

(11 283 432) 

( 404 534) 

0 

(44 888 100) 

Acquisitions 

399 096 

3 776 135 

2 099 873 

1 484 937 



7 760 042 

Capital under construction 


12 515 481 





12 515 481 

Depreciation - based on cost 

( 365) 

(3 956 308) 

( 462 672) 

(1 708 388) 



(6 127 733) 

Carrying value of disposals 







0 

Cost 


{ 46 594) 


( 487 118) 



( 533 712) 

Accumulated depreciation 


12 719 


309 804 



322 522 

Carrying values at 30 June 2009 

1 985 695 

64 399 005 

13 531 403 

6 859 315 

( 0) 

3 528 

86 778 945 

Cost 

1 989 165 

98 574 511 

16 959 188 

19 541 331 

404 534 

3 528 

137 472 256 

Accumulated depreciation - cost 

( 3 470) 

(34 175 506) 

(3 427 784) 

(12 682 017) 

( 404 534) 

0 

(50 693 311) 


Carrying values at 1 July 2007 

1 246 474 

35 190 634 

9 625 653 

2 132 957 

4 431 

3 528 

48 203 677 

Cost 

1 249 212 

61 867 674 

12 196 654 

12 819 972 

404 534 

3 528 

88 541 574 

Accumulated depreciation - cost 

( 2 739) 

(26 677 040) 

(2 571 001) 

(10 687 015) 

( 400 103) 

0 

(40 337 897) 

Acquisitions 

340 856 

3 355 104 

2 662 661 

6 176 800 



12 535 421 

Capital under construction 


17 106 711 





17 106 711 

Depreciation - based on cost 

( 366) 

(3 554 877) 

( 394 111) 

(1 049 559) 

( 4 431) 

0 

(5 003 344) 

Carrying value of disposals 







0 

Cost 




( 453 261) 



( 453 261) 

Accumulated depreciation 




453 141 



453 141 

Other movements 







0 

Carrying values at 30 June 2008 

1 586 964 

52 097 572 

11 894 202 

7 260 080 

( 0) 

3 528 

72 842 346 

Cost 

1 590 068 

82 329 489 

14 859 315 

18 543 512 

404 534 

3 528 

117 730 446 

Accumulated depreciation - cost 

( 3 105) 

(30 231 917) 

(2 965 112) 

(11 283 432) 

( 404 534) 

0 

(44 888 100) 


The Municipality is in the process of itemising all infrastructure antJ community assets and will recalculate accumulated depreciation once this exercise has been 
completed by 30 June 2009. At present depreciation on these assets is calculated on an averaging basis whereby an average useful life has been estimated for 
each category of infrastructure and community assets, using global historical costs recorded in the accounting records. 
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8 FINANCIAL ASSETS 

8.1 CONSUMER DEBTORS 

Consumer Debtors 

Less Provision for bad debts 


Ageing of consumer debtors 

Current (0-30 days) 

31-60 days 
61-90 days 
91-120 days 
120+ days 


Consumer debtors per category 

Government 

Business 

Individuais 

Other 


The anaiysis and ageing of consumer debtors 
per service couid not be provided as the biiiing 
system utiiised by the municipaiity was not set 
up to generate such reports. 


8.2 LOANS AND RECEIVABLES 

Non - Current 
Current 


8.3 OTHER INVESTMENTS 

Financial Assets at Fair Value through Profit 
or Loss 


Available for sale investments 

Listed shares - Saniam Ltd. 

Other investments 
Saniam Policy 
Momentum Policy 
Totai 

Total Investments 


2009 

2008 

R 

R 


186 667 000 

166 233 412 

(134 362 397) 

(142 759 418) 

52 304 603 

23 473 994 

16 605 375 

7 399 011 

5 460 898 

4 679 597 

4 457 379 

4 416 679 

4 612 490 

4 010 825 

155 530 858 

145 727 299 

186 667 000 

166 233 412 

821 679 


18 289 404 


155 253 759 


10 160 870 


184 525 712 

- 


4 275 719 

4 677 705 

( 615 120) 

(681 600) 

3 660 599 

3 996 105 


34 906 

33 532 

544 285 

1 738 428 

509 141 

1 663 019 

2 282 713 

2 172 160 


2 317 619 

2 205 692 
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9 OTHER RECEIVABLES 


RD Cheques 
VAT 

Debtors - Sale of erven 
Deposits 

Recoverable expenditure: 

Short term portion of Long term debtors 

Grant Debtors 

Other 

Total Other Receivables 


2009 

2008 

R 

R 


359 124 

176 684 

867 182 

15 950 

1 890 

1 890 


2 620 783 

615 120 

681 600 

748 532 

717 909 


2 458 

2 591 848 

4 217 274 


10 INVENTORIES 

Consumable stores 


2 311 459 1 809 512 


2 311 459 1 809 512 


No inventory has been pledged as security for any borrowings 


11 BANK, CASH AND OVERDRAFTS 

The municipality has the following bank accounts: 

Current account (primary bank account) 

Bank: ABSA Delmas 
Account number: 850000026 


Bank statement balance at beginning of year 

14 099 712 

15 498 441 

Bank statement balance at end of year 

7 928 512 

14 099 712 

Cash book balance at beginning of year 

14 804 385 

13 810 841 

Cash book balance at end of year 

8 449 410 

14 804 385 

Electronic Payment and Debit order Account 



Bank: ABSA Delmas 



Account number: 850000034 



Bank statement balance at beginning of year 

1 300 945 

1 264 651 

Bank statement balance at end of year 

2 882 659 

1 300 945 


Cheque Payment Account 

Bank: ABSA Delmas 
Account number: 4059973155 


Bank statement 

balance at beginning of year 

476 764 

203 743 

Bank statement 

balance at end of year 

319 334 

476 764 

Petty cash 


4 475 

3 375 



8 453 885 

14 807 760 
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2009 2008 

R R 

12 PROPERTY RATES 


Residential 

11 139 545 

9 329 697 

Government 

907 691 

484 618 

Commercial 

5 162 371 

4 586 459 

Other 

1 437 810 

1 425 980 


18 647 417 

15 826 754 

VALUATIONS 

ROOO's 

ROOO's 

Residential 

89 958 963 

84 119 408 

Government 

3 667 966 

5 635 481 

Commercial 

17 933 191 

19 499 880 

Municipal 

424 668 316 

449 203 941 

Other 

536 228 436 

558 458 710 


The valuation of land takes place every 4 years and the last valuation was implemented with effect from 1 July 2003. 
The basic rates were as follows: 


Residential 

Commercial 

Agricultural 


2008 

Cent/Rand 

13,750 

24,590 

19,840 


13 SERVICE CHARGES 


Sale of electricity 

33 757 921 

24 353 733 

Sale of water 

26 556 571 

19 691 669 

Refuse removal 

4 568 802 

4 389 335 

Sewerage and sanitation charges 

5 210 803 

4 909 356 


70 094 096 

53 344 093 


14 GOVERNMENT SUBSIDIES & GRANTS 


Operating Grants 


Equitable share 

25 312 575 


19 797 347 

Provincial Health Subsidies 

1 720 000 


1 720 000 

Municipal Support Program 

- 


- 

Finance management grant 

530 623 


945 121 

Clean Campaign 

207 906 


17 130 

Library IT 

114 354 


734 

Municipal Systems Improvement Grant 

1 004 354 


765 924 

Provision of Water Services 

964 124 


12 379 178 

Municipal infrastructural grant (MIG) 

11 551 356 


4 727 533 

Electricity NEP 

- 


- 

Refurbishment of Boreholes 

6 557 091 


- 

Drought Relief 

467 587 


373 807 

Pipeline for Sludge 

- 


- 

GAMAP GRAP Conversion 

District Municipality 

■ 


698 207 


Total Government Grants & Subsidies 48 429 971 41 424 980 


14.1 Equitable Share 

This grant is an unconditional grant and is 25 312 575 19 797 347 

partially utilized for the provision of indigent 
support through free basic services. 
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14.2 Provincial Health Subsidies 

Balance unspent at beginning of year 
Current year receipts 
Conditions met - transferred to revenue 
T ransfers 

Unspent amount transferred to liabilities 

To subsidise primary health care services 
rendered by the municipality on behalf of the 
province 

14.3 Municipal Support Program 

Balance unspent at beginning of year 
Current year receipts 
Conditions met - transferred to revenue 
T ransfers 

Unspent amount transferred to liabilities 

(see note 7) 

The grant was used for various restructuring 
initiatives. 

14.4 Finance Management Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Unspent amount transferred to Debtors 

Transfer to Debtors 

This grant was used to promote and support 
reforms to municipal financial management and 
the implementation of the MFMA, 2003. The 
conditions of the grant were met. No funds have 
been withheld. 

14.5 Clean Campaign 

Balance unspent at beginning of year 
Current year receipts 
Conditions met - transferred to revenue 
T ransfers 

Unspent amount transferred to liabilities 


2009 

R 

0 

1 720 000 
(1 720 000) 
0 

0 


2008 

R 


1 720 000 
(1 720 000) 


139 548 139 548 


( 139 548) 

0 139 548 


( 19 702) 425 418 

500 000 500 000 

( 530 623) (945 121) 

( 50 325) (19 702) 


582 869.94 

600 000 

(207 905.92) (17 130) 

(300 000.00) 

74 964.02 582 870 


Library IT 



Balance unspent at beginning of year 

126 961 


Current year receipts 

0 

127 695 

Conditions met - transferred to revenue 

( 114 354) 

(734) 

Unspent amount transferred to liabilities 

12 607 

126 961 


The grant was used on IT expenditure in Library. 


14.7 Municipal Systems Improvement Grant 

Balance unspent at beginning of year 
Current year receipts 
Conditions met - transferred to revenue 
T ransfers 

Unspent amount transferred to liabilities 

(see note 7) 

The purpose of the grant is for institutional 
systems. The grant was unutilised. 


784 876 
735 000 
(1 004 354) 
(515 523) 


816 801 
734 000 
(765 924) 


784 876 
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14.8 Provision of Water Services 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Unspent amount transferred to liabilities 

(see note 7) 

This grant was utilised in the provision of Water 
Services. 

14.9 Municipal Infrastructure Grant (MIG) 

Balance unspent at beginning of year 
Current year receipts 
Conditions met - transferred to revenue 
T ransfers 

Unspent amount transferred to liabilities 

(see note 7) 

This grant was used to construct municipal 
infrastructure to provide basic services for the 
benefit of poor households. The conditions of 
the grant were met and no funds have been 
withheld. 

14.10 Electricity NEP 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Unspent amount transferred to liabilities 

The grant was not utilised as at year end. 

14.11 Refurbishment of Boreholes 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Unspent amount transferred to liabilities 

(see note 7) 

The grant was utilised to subsidise water 
schemes transferred by DWAF. 

14.12 Drought Relief 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Unspent amount transferred to liabilities 

The grant was utilised to in Doughty Relief 
Projects. 

14.13 Pipeline for Sludge 

Balance unspent at beginning of year 
Current year receipts 
Conditions met - transferred to revenue 
T ransfers 

Unspent amount transferred to liabilities 

This is for the construction of a pipeline to 
handle Sludge 


2009 2008 

R R 


1 128 546 
0 

( 964 124) 
( 146 427) 

17 995 


13 507 724 
(12 379 178) 


1 128 546 


4 500 541 
10 198 000 
(11 551 356) 
588 705 

3 735 889 


5 187 598 
4 040 476 
(4 727 533) 


4 500 541 


100 000 


100 000 


7 000 000 
(6 557 091) 
( 376 087) 

66 822 


231 382 
89 111 
(467 587) 
146 427 


5 189 
600 000 
(373 807) 


231 382 


376 087 

376 087 
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2009 2008 

R R 

14.14 GAMAP GRAP Conversion 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

T ransfers 700 000 

Unspent amount transferred to liabilities 700 000 


This grant is to assist the municipality in 
converting the financial reporting to comply to 
the GAMAP/GRAP Accounting Standards 


14.15 District Municipality 

Balance unspent at beginning of year 

(698 207) 

_ 

Current year receipts 

- 

- 

Conditions met - transferred to revenue 

- 

(698 207) 

T ransfers 

- 


Unspent amount transferred to liabilities 

Transfer to Debtors 

This was the purchase of a Vending Machine 

(698 207) 

(698 207) 


15 GOVERNMENT CONTRIBUTIONS, DONATED 

& CONTRIBUTED PROPERTY, PLANT & 
EOUIPMENT 

Donation of Farm and implements by the 
Mpumalanga Provincial Government 
(Fair Value as indicated by Provincial 
Government) 


16 INVESTMENT REVENUE 

EXTERNAL INVESTMENTS 


External investments 1 722 497 1 891 863 


1 722 497 1 891 863 


17 EMPLOYEE RELATED COSTS 


Salaries & Wages 

25 383 331.81 

20 823 812 

Accumulated leave pay 

703 513.00 

1 370 390 

Overtime 

2 230 497.00 

1 963 191 

Group life insurance 

342 994.00 

290 401 

Housing allowance 

152 603.00 

227 106 

Medical aid 

1 650 042.27 

1 514 933 

Pension 

4 458 714.00 

3 908 627 

Industrial council levy 

12 196.00 

10 707 

Travel allowance 

1576 211.00 

1 811 056 

Telephone allowance 

52 029.00 

43 600 

Unemployment insurance fund 

235 994.00 

208 802 

Worksman Compensation 

297 580.00 

350 943 

Skills development levy 

340 891.00 

277 031 

Bonus 

969 557.00 

1 460 474 

Standby allowance 

352 277.00 

309 204 


38 758 430 

34 570 277 


There were no advances paid to employees. 


4 945 000 


4 945 000 
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2009 

2008 

Municipal Manager 

R 

R 

Salary 

691 691 

504 918 

Travelling Allowance 

0 

136 383 

Cellphone Allowance 

2 859 

11000 

Acting Allowance 

0 

- 

Leave Payment 

0 

166 307 

KADI M T (Contract expired 2008/06/30 

NGUBENI S P for 2009 

694 550 

818 608 

Chief Financial Officer 

Salary 

544 868 

452 748 

Travelling Allowance 

59 276 

139 336 

Cellphone Allowance 

2 505 

3 919 

Acting Allowance 

8 672 

2 188 

Leave Payment 

0 

- 

WEBER SJ 

615 321 

598 191 

Director: Administrative Services 

Salary 


182 757 

Travelling Allowance 


55 899 

Cellphone Allowance 


1 773 

Acting Allowance 


45 257 

Leave Payment 


349 692 


0 

635 378 


YINGWANE M J (Contract expired 2007/11/30 


Director: Operational Services 


Salary 

543 302 

452 748 

Travelling Allowance 

57 888 

135 555 

Cellphone Allowance 

3 923 

4 000 

Acting Allowance 

4 679 

6 967 

Leave Payment 

27 770 

27 770 

MAHLABEOSC 

637 562 

627 040 

Director Community 

Salary 

299 444 

- 

Travelling Allowance 

0 

- 

Cellphone Allowance 

0 

- 

Acting Allowance 

78 775 

60 019 

Leave Payment 

0 

- 


378 219 

60 019 


VACANT 2008 

MDLULI T E (Contract commenced 2009/01/02) 


Director Corporate 

Salary 0 

Travelling Allowance 0 

Cellphone Allowance 0 

Acting Allowance 91 811 

Leave Payment 0 

91 811 

(Vacancy) 
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2009 2008 

R R 

Manager: Strategic Planning 

Salary 182 757 

Travelling Allowance 58 451 

Cellphone Allowance 86 

Acting Allowance 1 737 

Leave Payment 93 494 

0_ 336 525 

DE HART H L (Contract expired 2007/11/30 


No performance bonuses were paid out in terms 
of Section 57 of the Municipal Systems Act. 


18 REMUNERATION OF COUNCILLORS 


Executive Mayor 

534 683 

481 696 

Speaker 

430 942 

388 236 

Mayoral Committee members 

810 014 

723 117 

Councillors 

1 843 880 

1 647 067 


3 619 519 

3 240 116 


The Executive Mayor, Speaker and certain 
Mayoral Committee Members are full time. Each 
is provided with an office and secretarial support 
at the cost of Council. 

The Executive Mayor has use of a Council 
owned vehicle. 


19 FINANCE COST 


Annuity loans 


3 210 022 2 877 861 


3 210 022 2 877 861 


20 BULK PURCHASES 


Electricity 

Water 


23 985 714 16 645 135 

5 428 149 4 535 340 


29 413 863 21 180 475 


21 GENERAL EXPENSES 


Included in general expenses is the following:- 


Chemicals 

1 000 486 

554 738 

Computer Expenses 

1 067 109 

316 213 

Grant Expenses 

8 617 048 

3 228 566 

Insurance 

2 208 810 

653 263 

Printing and Stationery 

397 404 

331 168 

Security Costs 

1 087 226 

683 796 

Telephone 

960 097 

784 294 

Training 

553 061 

489 664 

Vehicle Costs 

4 793 918 

4 063 820 

Other 

9 938 652 

9 288 279 


TOTAL GENERAL EXPENSES 


30 623 810 20 393 801 
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2009 

R 

22 CHANGE IN ACCOUNTING POLICY - IMPLEMENTATION OF GRAP 


The following adjustments were made to 
amounts previously reported in the annual 
financial statements of the Municipality arising 
from the implementation of GRAP: - 

22.1 Statutory Funds 

Balance previously reported: - 

Capital Development Fund 
Loan Redemption Fund 
Endowment Fund 
Land Trust Fund 
Insurance Fund 
Total 

Implementation of GRAP 

Transferred to the Capital Replacement Reserve 
Transferred to the Insurance Reserve 
Transferred to Accumulated Surplus (see 22.9 below) 

Total 

22.2 Loans Redeemed and Other Capital Receipts 
Balance previously reported 
Implementation of GRAP 

Transferred to Government Grant Reserve 
Transferred to Donations and Public Contribution Reserve 
Transferred to Accumulated Surplus (see 22.9 below) 

Total 

22.3 Provisions 

Balance previously reported 

Audit fee provision 
Staff leave provision 
Total 

Implementation of GRAP 

Transferred to Accumulated Surplus (see 22.9 below) 
Transferred to accruals (see 22.8 below) 

22.4 Reserves 

Balance previously reported 
Implementation of GRAP 

Transferred to Accumulated Surplus/(Deficit) (see 22.9 below) 

Total 

22.5 Trade and other payables 
Balance previously reported 
Implementation of GRAP 

Transferred from provisions 

Total 

22.6 Property, plant and equipment 
Balance previously reported 
Implementation of GRAP 

Finance leases capitalised 


2008 

R 


14 052 802 
11 447 447 
102 670 
3 451 040 
490 954 
29 544 913 


17 503 842 
490 954 
11 550 117 

29 544 913 


63 261 905 


63 261 905 

63 261 905 


158 025 
2 049 154 
2 207 179 


158 025 
2 049 154 
2 207 179 


3 685 677 


3 685 677 

3 685 677 


14 819 518 

2 049 154 

16 868 672 


88 137 041 

404 534 

88 541 575 


36 



DELMAS LOCAL MUNICIPALITY 
NOTES FOR THE YEAR ENDED 30 JUNE 2009 


23 


2009 2008 

R R 

22.7 Township Suspense 

Balance previously reported 921 628 

Implementation of GRAP 

Transferred to inventory 400 917 

Transferred to Accumulated Surplus/(Deficit) (see 22.9 below) (1 322 545) 

Total (921 628) 


22.8 Accumulated Depreciation 
Balance previously reported 
Implementation of GRAP 


Backlog depreciation: Land and buildings 2 739 

Backlog depreciation: Infrastructure 26 677 040 

Backlog depreciation: Community 2 571 001 

Backlog depreciation: Other 10 687 015 

Backlog depreciation: Housing Development Fund 400 103 

Total (debited to Accumulated Surplus/(Deficit) (see 22.9 40 337 898 


22.9 Accumulated Surplus/(Deficit) 

Implementation of GRAP 

Transferred from statutory funds (see 22.1 above) 

Transferred from Loans Redeemed and Other Capital Receipts (s 
Non-current provisions previously not recognised (see 22.5 above 

Transferred from reserves (see 22.1 above) 

Transferred from township suspense 
Backlog depreciation (see 22.8 above) 

Total 39 640 371 


11 550 117 
63 261 905 
158 025 

3 685 677 
1 322 545 
(40 337 898) 


CASH GENERATED FROM/(UTILISED IN) 
OPERATIONS 


Net surplus for the year 

Adjustment for: 

36 486 426 

17 313 969 

Correction of prior year error 

831 917 

3 300 

Depreciation charges 

Contributions to provisions 

Contributions to bad debt 

Contribution to Reserve 

6 127 733 

5 003 344 

Interest received 

(1 722 497) 

(1 891 863) 

Interest paid 

3 210 022 

2 877 861 

Loss/(gain) on disposal 

Non-operating expenditure 

211 190 

(25 955) 

Operating surplus before working capital 
changes 

45 144 791 

23 280 656 

Increase in inventories 

( 501 947) 

(478 736) 

Decrease/(increase) in other receivables 

2 373 958 


(lncrease)/decrease in township suspense 

( 25 210) 


Increase in consumer debtors 

(28 830 609) 

(2 917 729) 

lncrease/(decrease) in conditional grants 

(2 567 653) 


Increase in trade payables 

259 737 

3 390 993 

Increase in other financial liabilities 
(lncrease)/decrease in VAT 

1 934 769 


Net cash from operating activities 

17 787 836 

23 275 184 
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24 ADDITIONAL DISCLOSURES IN TERMS OF 
SECTION 125 OF MUNICIPAL FINANCE 
MANAGEMENT ACT, 2003 

24.1 Contribution to SALGA 

Amount paid current year 

Balance unpaid (included in creditors) 

24.2 Audit Fees 

Amount paid current year 

Balance unpaid (included in creditors) 

24.3 VAT 

VAT is payabie on the cash basis. VAT input 
receivabies and VAT output receivabie are 
shown in notes 5 and 9. Aii VAT returns have 
been submitted by the due date throughout the 

24.4 Pay as You Earn (PAYE) 

Current payroii deductions 
Amount paid current year 

Balance unpaid 

24.5 Unemployment Insurance Fund (UIF) 

Current payroll deductions 
Amount paid current year 

Balance unpaid 

24.6 Medical Aid 

Current payroll deductions 
Amount paid current year 

Balance unpaid 

24.7 Pension Fund 

Current payroll deductions 
Amount paid current year 

Balance unpaid 

25 CONTINGENT LIABILITIES 


2009 

R 

2008 

R 

246 008 

122 886 

246 008 

122 886 

564 864 

286 826 

564 864 

286 826 

(6 655 921) 

(3 908 879) 

3 870 508 
(3 870 508) 

3 392 082 
(3 392 082) 

530 956 
( 530 956) 

454 025 
(454 025) 

2 355 581 
(2 355 581) 

2 057 556 
(2 057 556) 

6 690 684 
(6 690 684) 

6 221 697 
(6 221 697) 


25 1 

■ A landowner has claimed damage to property by the Municipality. An amount of R4.1 million (2008; R4.1 
million) plus interest is being claimed. Council is defending the matter. Legal costs of Rl.l million (2008; 
R0.9 million) have been incurred. 

25.2 Certain residents have brought a damages claim against the Municipality for an outbreak of typhoid. An 
amount of R2.5 million (2008; R2.5 million) is being claimed from the Municipality. Council is defending 
the matter. 

26 CONTINGENT ASSETS 

There are no contingent assets 
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